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The Honorable Barbara Boxer
United St:4tes Senate
112 Hart Senate Office Building

W~gton,D.C. 20510

Dear St11ator Boxer:

On bchaJf ofCalifornia'g 477 cities, I am VJritini to express 01.lt' Concerns about tE.e po!~~
impI.Ct 0!1 10ca.l governments 0! the m~-e.stor.St3.te provi$io~ in H.R 3005 J the Biparti3aD Trade
Promotion Authority Act of2002. The League of Califomia Citie$ (Lea.gue) is ccnc~ed thnt
this bill wollld enable fu.tlxre trade negotiatioDJ to explnd the defu1ition-fJf a "reg'J1atory taking"
and would give too much power to iI%temaUonal corpc ratio~ ai the expe!:lSe 0{ the health and
5~fety ofCa!ifocJia's citj2eIIS.

At the core of the L~'. concerns are the "expropriation'. provi5ions th-at have become the
Standard ofinter1'.auonal trade agreements, such as that included in Chapter 11 of the North
American F~ Trade Agre~mt. The principle of expropriation is simi1a.,: to that of regu12otory
takiIJgs, exctpr if is more extreme. V.'hile the takings clau!e of the U .5. CQ!IStitUricn liIWts
compecsa.tion to the ph~ical appropriation (or ir.. regulatotY equivalent) of propert)'.
~ropriation provisions ~uire paymexlt anytimt; he3.lth 2.!Id aDfety regu!anons ~ave a ncga.tivc
effect on 11 fOleigll corporation's investn1ent. Ev= lJ1or~ ttoubl!JJg is th~t these provisiom are
often written ~-ith vague ll..t1guage lh2l makes it diffiCl:ll1 (or local ageiicies to predict if and. when
their regulations ~y amo~t to an ex.prcpcintioc. requiring c;ompensatiQC.

This issue is ofp3lTicular importance to CtJifomians. The 11Ugest claim for cornpensarion to d2.te
involves Califomia's ban on metbyl tertiary-outyi etb.er (Mr:BE). The Stat= ordered i pbaaC' OUt
ofMTBE after StUdies showed it was t;cntam~adng California's drink;ing wa!f1r;. Ho~.e'rer, as
reasonable as this at:tior. seems, the C8Ilsdlan co:poratio!J Methanex i! now seekina
compensation of S970 million fIo!%1 the TJnited States on gro1:ald~ that the pltn to remo..'e MTBE
from Ca.Iifomia's g8.!oIine amo\ttlr! to an expropriation. The alleged :xpropria~on comes in the
form ofMethanex's lo5t sales ofmetllimol, a compone:lt ofMTBE.

Expropria.ticn ~ge ir. it1tema!icna1 nade agreements gives intemational co11'ora.rions mot'e
rlihts tha11 tbose given to domestic compwes. Addjtiona!1y. tl1e proc~s £'or re,olving disputes
i$ axU:em.ly troubling. MQst internationa] agreemeuIS rely oc. tt1'bune15 modeled after pri ~te

COlmne:cial arbitranQ~. which 3re heki behind cto.s~d doors, with !lO avenu~ for public; or local

iovcrnment plZt::cip.1.tion.
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~ ~ ~ ~._'" ~ The inveStor protection provi5io~ in H.R. 3005 tbreaten to pro~uc~ massiv~ new financial

claims 1.gaiust the U.S. federal treasury, 'W.bich may t'le!l be passed on to the state or locaJ lev~l.
If a Ululti-million dollar claim Is awar:~d against the U.S. Govermnent, it "ol.11d pum1e reoovery
a~t the s!a%e or local gov~em whose laws were not in "harmony" with the NAFTA
internationB.l arlIilratian tnO'ltrlal's version of the law. If this occurs, H.R. 3005 will impo5e a

serious new bur~ 0%1 the Atnerica1i. t\Xpa.yer.

We urge that H.R. 3003 be amended to proteot the le&al authority ofmunicipa.iiries to enact local
~~.,.w ,:.;.:.;)0.4j ~ ..u1.:~~ 4\.; ~,..:l:'.::. 1 ~lr~.t 0! ,,~. citizc&.s. ';.;.. a p1'~"' -=J::OI.~ ," i'.:.:.v:u=
a S'b:ict and effec1ive limit to the authority to negotiate expropriation provisiOt!5 ~ intema.tional
trade a&1emeuts aDd to provtdC' open and transparent proc~edjnss for the resalutio~ of disputes.
$upporting a level pl;L)ing field for U.S. and foreisn fiIms, Md inco!poratini wellwde.fined U.S.
Co~~tionalF~ Amendmeo.t tal;;:ngs principles in aU trade agreements.

Thank you for yO\1t consideration of Our con<:em!. Ple2.Se fflel frec to call me at (916) 558-8200
or Eve O'TooIe, our Washington advocate, at (202) 833..0007 to discuss our coo.cems.

Sincerely,

C~~~
Chris McKenzie
Executive Director
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